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JOURNALIZING AND POSTING 
Text: Noss 
1... INTRODUCTION . 


_Journalizing, or making journal entries, is important in bookkeeping because it 
concerns the selection of the proper accounts to be debited and credited in order 
.to maintain the fundamental balance between debits and credits. Each business 
transaction gives rise to one or more debits and one or more credits. Therefore, 
the most important point to be considered in connection with journalizing is the 
analysis of the transaction for the purpose of cetermining its offsetting debit 
and credit effects. Before making any journel entry, it is essential to study the 
transaction to determine its effect unon the three major groups of accounting class 
sifications--assets, liabilities, and capital-..and the i La eat, accounts au 
or decreased. . | - ae tenn 


2. RESULTS OF FINANCIAL TRANSACTION 


When we speak of a transaction from an accounting viewpoint, we have in mind the 
recording of an event that increases or decreases one ,or more of the three out- 

- standing classes of accounts-assets, liabilities, and capital. Inasmuch as the 
effect of a transaction is limited to these three groups, and since each, group can 
be affected in only two ways (increased or decreased), it follows that there are 
only six possible changes that can take place as the result of a business 
transaction. 


We record the,effects of a.transaction by increasing or decreasing the individual 
accounts for assets, liabilities, and capital. This is’ equivalent to increasing 
or decreasing the hits classification. We increase or decrease an individual 
account by debits. pen Pe on the. left side), and By credits (entries on the right 
side). : 


Originally, assets are debited and liabilities and capital are credited, in accoré- 
_ ance. with the accounting equation A - L Ee C. Thereafter, we debit increases in 
assets and decreases in liabilities or capital; we credit decreases in assets and 
increases in liabilities or capital. This may be summarized as follows: 


DEBIT: ‘Increases of. Assets " -** GREDIT: =Decreases’ of Assets” 
Decreases of Liabilities © ~ . Increases of Liabilities 
Decreases. of Capital... | tae ae of Capital 


This Peiaven cal fact that. three of ‘the six fugue b id oheneae which can take 
place as the result of a business transaction are debits and three are éredits. 
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et offsetting debit and credit, it follows that every transaction affects at le 
-. one item on each of the above lists. Following this line of thought, we are a 
to show the combinations that may arise from Lites tastl transactions: 


_--~Ss- Dr. *=Increase in Assets Examples : inrees of property for cash 
~~~ Cr. Decrease in Assets : collection of account or note receivab 
eRe note received to close customer 'S: ace 


_Dr. Decrease in Liabilities | Example: Note given to slode-Aocouieeae 
Cr. Increase in Liabilities Sosa al iad 


"Dr. Decrease in Capital - Examples usuall ly found in partnership. or. 
fw ) | Cr.» Increase in Capital _ corporation accounting. One partner co 
*S | butes more capital; another withdraws 

_had contributed. Or, in the case of & 


and has his membership fee returned wh: 
new member pays in his fee.to Join uhe: fe) 
ization. 


‘athe transactions above do not affect the totel of assets, liabilities, 
but involve an exchange of assets, a change in the form of a ‘liebility, or | 


ee ‘fer from one capital account to another. > 

% Dr. Inerease in Assets _ Examples: Purchase of ‘property on ort 
im Cr. Increase in Liabilities borrowing money from the bank. 4 
4 Dr. Increase in Assets — | . Examples: Additional investment by o 


Cr. Increase in iGepitea ly a eis ge, income earned fox BORV COR) OF sve 
Here equal amounts are added to each side of the equation because of ass 
acquired, and either the creditors' interests or the owner's equity is 1 ic 
increased. 


By Dr. Decrease in Liabilities . — ' Example: Payment of any liability or de 
ae. Cr.. Decrease in Assets nit ‘alee 


Ps Dr. Decrease in Capital |. | Example: Owner's withdrawals ¥f cant 
Cr. Decrease in Assets goods ; expensed paid; supplies used. 

| These transactions subtract from each side of the equation becaied of Bee 
ki drawn+-a decrease of total assets . passin se ki either havea a 
a proprietor's capital, 
=) ae es : 4 
m ee 

ides : 


‘Exemple: Expenses’ incurred but: not: paid. 


apie cee ab Wy tar 


tr. res of ect ee -’ (Purchase of asset, cash down 
Cr. Decrease of Assets ig payment, balance on credit.) 
Or. Increase of Liabilities » 


iA 


rilitics for. the eecaieee oe pee aw onenat: DY ere ak and 2 

Beets for heey cash seinen aN 
@ above analyses apply to any “pus iness Pecheattion, In addition to setae 
erecting entries and transfer entries also are made in the journal. | 
ivolve | cancelation by reversal of the entry in shige followed by proper entry. 


the eee 
oar 


aot "gencte, decrease fen liabilities or decrease of anche while the 
or increase, of 


NSADTTONS. or AENEOTING CAPTTAL ae x: ie ae 


baie 


ere rae Benen Laas S ha pee Ss eaenge et otes Aiea en those that 
affect capitel (the excess of assets over liabilities), and (») those 

Oo affect capital. With respect to the rules of debit and credit, the fir 
or, transactions includes: exchanges of one asset for another; a change in- 
of a liability; assets. are pe "toy nade saa and payment of a liability 
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-h. EXAMPLES OF BASIC TRANSACTIONS 


by the Tuaae accounts. ee text, and BhaNe that follow, show how a canna 


s 
4 
Ba 


RS. ACQUIRING AN ASSET RORY CASH: i! hoyonid Aaa ea) my ee ee ee 


basic transactions are recorded in the ledger accounts already “oh jounalset 
order ole to Show how transactions are saps for the purpose of ai i 


ment showing the Egaes condition of the business just prior to the oceult 
of the transaction upon which the journal . entry is based. The accounts of I 
Ross after the initial entry were as follows: kas 


Pan Ross 
Balance Sheet January 1. 1939 

Assets m= 3 2 Liabilities 

Cash | | $ 1,000 Victor Leads 
John Doe . 500 Sam Burns 

Frank Brown . 1,800 Notes Payable . _ PEPER Go 
Inventory | Re eer Ys a 08 aia se) Payable ES) 5 a 
Furniture and Fixtures > SSO0Oe: i eto area 
Building eal 5.000: 2) So UNeti Werth; 2 eee 
Land 1,000 .; sDan Rose, Capitak a 


3 


Transaction No; 17 


paid cash in bie 2 one of “$100. 00. eae nenaeraene ae ‘Pineal 
the effect of this transaction upon the elements: of the a oa 
shown 1s follows: 


a ee . 
; = Jee 


pp 
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¢ 1,000 - $100 900 Liabilities $4 000 
500 4 100 600 

10 O00 _10 000 Cavital 7,500 

$47,500 ARTE els Aas $11-,500 
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January 2, 1939 ) (Journal - Page 1) 


Furniture and Fixtures Aoi ey 106.00: ; 
Cash So os . | : 100,00 
Bought two show cases : 


Er eels, sew 


= 


Dy Dire ner ease or Hesete. c.0°. ‘Or, Decrease of Assets 
a Decrease of Liabilities >. Increase. of Liabilities 
Decrease of Vaoi tad os ie) Increase of. Capital. 


| (>) ie transaction gives rise to two occurrences from an accounting 

standpoint, increase of assets and at the same time a decrease. of. assets, 
cae applies to these facts, What has happened is this: AT 
* $100 has been added to the asset Ee es "Furniture and 


Fae ce the’ total asset ‘Pundl which 


is not changed as the result of this. 
liabilities, and canital 


ss Wine 


(a): ‘the: page se the Ledger account (Sée Section 10) is inserted in the, 
O10» ‘column of the journal when each amount is posted, . 


PURCHASING Al’ ASSET ON CREDIT 


SN a 2 


“have: 


ee, 000 £3 $500 = eee Victor Leads 7-750 74 $500 = $1,250 
; Other Liabilities 3,250: 3.250 * 
Assets 10,500 » ; 10,500 Capital 7,500 7 500m 


Pee aaa Vice teadl bat 


$11 ,500 $12,000 | #11 ,500 $12,000  * 
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Journal - 
LO Aen 
Land 7 500} 00 
Victor Leads 8 
| Purchase of lot (description). ule 
Comment: 
(a) Dr. INCREASE OF ASSETS Cr. Decrease of Assets 
: Decrease of Liabilities _ INCREASE OF LIABILITIES 
Decrease of Capital Increase of Capital 


-(b) This Hels ie A meer be analyzed as follows: The total fund sae 
has been. increased... The asset land has been acquired; therefore the "Lana" 
ee representing the individual asset Should be increased by debiting the acco 
that amount. No other asset has been given in ex Sr edcgt therefore no asse 
can be credited as in Transaction No. l. 
by receiving the land Dan Ross has become inaeptaa to Victor ‘Tasae: who. ae 
against... Ross for the amount of $500 on account of the. transaction. Since 
the three possibilities have been eliminated, the ‘tHira. must apply: | 
mat. liabilitiés have been increased. ~The ‘account off Victor Leads , represe! 
personal account payable, is credited for $500; The trangaction has been 
in this manner to.show that the credit can always de. détermined if the de 
known, or vice, versa, by proper. application | ‘of the rules. bia i 


. te 


Baral ea hae tone. are ,not Segtes an ‘error in the contents of the’ cee 
the “balancing of the accounts is apperent. 


7. PAYMENT OF A DEBT 


On January 4 eee Ross gave Sam Burns a eigen for $250 in full sottloneit 
account 2 --” 


wy - “ 


Cash a iecro(a stat $250 -$ 650 Sam Burns: °° $° Bee $250 zs 
Phas EO Other Liabilities © by 250) © 
Other Assets 11,100 11,100 Capital © 7,500 


Bie 5000 <8 ct eee, qo 
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Journal - Pag go? 1): 
ie eu ek 
‘Sam Burns. ' 
ms Shen 
Settlement. of account in 
FS ERR Se A 


(a) Dr. Increase of Assets — Cr. DECREASE OF ASSETS 
_* DECREASE oF LIABILITIES © ais Aas Increase of soak 
_ Decrease zfs Capital: PN Ty DER sola eet Rat hii dee ed Mineaeeat 
2, By ‘tie: Benen ine $250. Dan Ross has» fs ea eaed inte inaepteareve By ua 
ea ns . ‘The asset Cash is } meduond on one Aide of. the hau eea and: ‘the 


ae No. Lif 


cath 


a 


anuary Ps 1939, ‘Dan Ross gave cee teats a note | for $1,250:to run sixty — 
S without interest in order to close the open account: | 


Oe ith ar ie Ads iP 2SQ.'< $1250 
cher Asets: a. ~~ Notes’ Payable Sk e000 wh leu 
Sak | Other Liabilities 1,000 
Capital 


$i, 750 


at (Journal - Page ay 
WG ny aed i 
Victor leads i 811 11250 loo 
Notes Payable | 10 . 


60-day note without interest | | 
to close open account. 


ae 
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Comment: 


oe. (2) Dr.. Increase of Assets Cr. ‘Deersase of bets 
eas | DECREASE OF LIABILITIES INCREASE. OF LIABILITIES 
Egy | 


| Decrease of Capea | Increase. of Capital mea 
- (b) The note payable reduces the Liabilities of one’ pase PC dar sens uae 
Be to those of another. The open account claim of the creditor against Ross < 


i to exist and Leads acquires a different kind of claim as Syaceneat by the 
" ‘sory note. | Re cis | Be 


(c) A Sauavatse aeons entitled "Victor [bases note: pepande? seta’ 
ae set up. Since the number of outstanding notes usually is. comparatively sm 
4 of them may be brought together under the one account with the title "Not Pa; 
a able," and the name of the p2yee noted in the explanation. | When the number | 
ps individual notes is large, it may be more practicable to este ‘blish 2 - note 
_ the nature of vee eat be discussed in > later text. re 


5 
iss ee , * a6 4 


«gs PAYMENT OF AN AN ACCOUNT. RECEIVABLE | = : A ee 
Bis Transaction No. 5 


On Pe auanit 3 Franc Byam ore a check. for $400. and a thirty aay note ‘tor § 
without interest to Dan Ross in full settlement of hia | account: 


Cash | $ 650 L$ hoo = $1, 050 | tabi lities 
Frank Brown I OOO iets tas OOr = | . . 
Notes Receivable Ob. 600% sd Capital 


Other Assets... , 210,100" 0,200 


$i 750 Tee: Psat ecntertar gly gy i 
11,750. é Bid PPD ON.) uM Biel ee 
(Journ Lis 
af ! | i 
‘Cash : Li} 
Notes Receivable iby A 3 
Frank Brown at 


Check and 30-day note without 
| interest to close eccount. 


os nae prea Sarre ieee ents serene eerie oe + 


j 
i 
{ 


REASE OF ASSETS Cr. DECREASE OF ASSETS 
- Decrease. of Liabilities Increase of Liabilities 
Bada ceet Increase of fie aise 


saree "Notes Feceenie™ te ostnae and Frente Brown's - personal eae 
8 closed by crediting it. All notes receivable ordinarily can be carried in 
one accounb. In ping of the le account receivable $1,000, we now have 
While the kinds of assets are changed, 


ee will TEI as bsranee 


Guat 
| [2939 ) 


| all Investment (1) 1 oodoos 
Brown on Acc't — hogan.) 


| Balance 


1 
' 


jal, 1 00a! oo | 
ee 


ie 


‘ 
rps: 


Notes Receivable 


| : 1) Brown 30 days: i x ~ | 60q co - an 
a he | 


NS, 


A 
| 
| 
W 


\1939 T 
aaa th 
2 

| 


i 
' 


Re 


Investiiont 


Investment 
Showcases 


Vi 


Investment 


. Investment 
Lot. Rare besed 


Thventory 
ea a ee AE 
gi |e! s00l00 yeh 


_Furniture and Fixtures 


eae Wien 


eee 


| 

a [| 000 |00_ 
aoa Sil 
| 


oe 


000 j|00 . 
|, 500% 00. 


gan. ey C, White 
V. Leads 
60 days 


Jeon.f 1 i 


* Jounaatiznys yee Posrmic 


‘ See eee age ee ieeeeteeeeeseeee 


Pct ) ) VEKt, Mogae 


WARE, 


__ Dan Ross Ca ital Page 12 


“1939 
“Oana ia Investire nt Ju Pap 500,00 


te be in aiante, The bookkeep er then should close the account by ruling 

Turn to the ledger account of Victor Leads and notice how the two sides — 

been totaled and double ruling.made,. Next notice the account of Sam 

ns, which carries only one item on each side. ‘The addition line is omitted 
a the account ruled with double lines only... 


TRIM BALANCE 


order ‘to prove ‘the mathematical accuracy of postings to the Denenal ledger, | 
> open balances of. each account may be listed as to debits or credits and 
iy This is called a trial balance. Upon listing and adding the balances - 


‘Dan Ross 
Trial Balance 


_ January 7, 1939 


« “ rate BEA Pr, 
(Debits ) (Credits) 7.) 


be 050.00 
500,00 
600.00 

2, 500,00 

600.00. 
~§,000,00 

155900,00 em 

| $ 3,250.00 © 
1,000,00 — 
7,300,007: 
#11 750.00 $20.00 

ins arateca or 3 pcre 

e rae qi eanes ea mramy ae: a anes ‘on the Eeaucs pens accuracy in posting 

debit for each credit, and vice versa, If the trial balance totals do. notes 

gree, an error or omission is evident. Equality does not always prve correct: 
hecant se ah is slag aes for ee. amounts of error to exist on both side 


